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E.O. 11652: ADS, DECLAS 8/11/77 
TAGS: EAID, EFIN 

SUBJECT: ADB APPROVES LOAN TO BANGLADESH EOR KHULNA-MONGLA 
ROAD PROJECT 

REE: (A) MANILA 6238, (B) TRSY 77-59, (C) DACCA 2388 

1. ADB BOARD OF DIRECTORS ON MAY 10 APPROVED SUBJECT LOAN. 

PRESS RELEASE BEING POUCHED. 

2. SEVERAL DIRECTORS EXPRESSED SURPRISE THAT ROAD TRANS- 
PORTATION COULD BE MORE ECONOMICAL THAN WATER TRANSPORTATION, 
ESPECIALLY IN VIEW OF INCREASED EFFICIENCIES IN WATER 
TRANSPORT ASSUMED IN BANK'S COMPARATIVE COST ANALYSIS. 

OPINION VARIED AMONG THESE DIRECTORS AS TO WHETHER BANK HAD 
ADEQUATELY EXPLAINED THEIR FINDING IN THIS AREA. STAEF 
GENERALLY AVOIDED GENERALITIES AND STUCK WITH THEIR CAL- 
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CULATIONS; HOWEVER, THEY WERE UNABLE TO ANSWER ONE 
DIRECTOR'S OBSERVATION THAT EIRR CALCULATION DID NOT TAKE 
ACCOUNT, ON ROAD SIDE, OF COST OF LOST FOOD PRODUCTION 
ARISING FROM LANDS TAKEN OUT OF FARMING. 

3. AUSTRALIAN DIRECTOR ASKED IF BRIDGE MIGHT NOT BE 
MORE ECONOMICAL THAN FERRY (AT KHULNA) IN LONG RUN. 
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STAFF RESPONDED THAT APART FROM DIFFERENCE IN CAPITAL 
COSTS ($6 MILLION FOR BRIDGE, $2.8 MILLION FOR FERRY), 
OPERATING COSTS OF BRIDGE WOULD BE PROHIBITIVELY HIGH IN 
EARLY YEARS. QUESTION OF RAILWAY BRIDGE NOT RAISED. 

4. LABOR-INTENSIVE ASPECT OF PROJECT CAME IN FOR SOME 
QUESTIONING, SINCE IT APPARENTLY IS FACTOR IN HIGHER 
OVERALL COST OF PROJECT, LONGER PERIOD OF IMPLEMENTATION 
(VS. CAPITAL-INTENSIVE APPROACH), MORE INTENSIVE (THERE- 
FORE, MORE EXPENSIVE) CONSULTANT SERVICES, AND PERHAPS 
EVEN IN DECISION TO UNDERTAKE LOCAL CURRENCY EINANCING. 
STAFE RESPONSE RELIED HEAVILY ON GOVT'S GENERAL PRE- 
FERENCE EOR LABOR-INTENSIVE APPROACH WHEEVER EEASIBLE. 

5. PHILIPPINE AND KOREAN DIRECTORS QUESTIONED AMOUNT 
OF PREPARATORY WORK, INCLUDING ALLEGEDLY EXCESSIVE 
NUMBER OF BANK MISSIONS FOR A PROJECT DEEMED PRIMA 
FACIE VIABLE AND NOT TECHNICALLY COMPLEX. IN THIS 
CONNECTION, DUTCH ALTERNATE DIRECTOR ASKED WHETHER 
PERMANENT BANK OFFICE MIGHT NOT BEEN HELPFUL IN PROJECT 
IMPLEMENTATION. ADB PRESIDENT EXPRESSED TENTATIVE 
OPPOSITION TO PRINCIPLE OF PERMANENT BANGLADESH OEFICE, 
STRESSING COST AND TENDENCY OF SUCH OFFICES TO EXPAND. 

HE THEN FAILED TO RESPOND TO REPEATED REQUESTS OF 

UK DIRECTOR FOR A PAPER ON SUBJECT. 

STULL 
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